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SUMMARY"

With these Comments and without waiving, prejudicing, or otherwise affecting any appeal,
the SBC LECs provide input on the definition of “primary residence line” and the administration
of the mandated two-tiered SLC structure.

This proceeding must remain focused on implementing that structure, which will thereafter
be used by price cap LECs to charge their customers. This proceeding should not be used to
develop a system that might eventually be considered for use to determine a “universal service
primary line.” Such a system is beyond the scope of this proceeding, and Section 254
considerations are irrelevant to how a price cap LEC apply their lawful rates.

The definition of “single-line business” should not be changed due, in part, to the
unnecessary burdens on both incumbent LECs and business end-users.

The focus of this proceeding should be on implementing the two-tiered structure in a
manner which is administrable, inexpensive and cost effective, customer-friendly and not
confusing or irritating, and is capable to being audited. The implementation should not resuit in
additional incentives or opportunities for “gaming the system.” The SBC LECs thus propose the

following defimitions:

Primary residence line - the initial line of a customer’s account at a specific service address
and for which a residential local exchange rate applies, determined with reference both to
a price cap LEC residential local service offering and to any carrier reselling such offering.

Non-primary residence lines - any lines to which a residential local exchange rate applies
provided by a price cap LEC or a carrier resclling such service, and on a customer’s
account at the same service address as the primary residence line.

“ The abbreviations used in this Summary are as defined in the main text.
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Adopting these definitions and an approach that makes a primary line determination with
reference to both the price cap LEC and the carrier reselling the price cap LEC’s service, would
eliminate many of the problems associated with the alternatives being considered. Administration
would be mechanized through billing records without the need for end-user involvement, the need
to craft “primary line” standards and default rules would disappear, and competitive neutrality
would be advanced. The entire process would be greatly simplified and the causes for disputes
between price cap LECs, resellers, and end-users minimized. The approach would aiso eliminate
any “primary line status slamming” before it gets started.

The SBC LEC approach would have the benefit of using existing price cap LEC and
reseller billing records. Making the primary/non-pnimary determination by end-user account
information is not only appropriate, it also results in many benefits.

For numerous reasons, residential customer self-certification is the wrong approach in that
it would entail a massive program involving even unaffected end-users. The SBC LEC approach
does not depend on self-certification, would climinate the customer confusion and irritation that
would result from any self-certification requirement, and would avoid the real possibility of the
cost of administration being greater than the benefit. Also, the Commission would not need to
address recovery of the price cap LEC’s administrative costs.

The Commission should reject the notion of using a model to verify the number of primary
lines. The Hatfield model, for example, as been demonstrated to be wholly unreliable in
estimating the number of lines in CBGs.

Given the increasingly common occurrence of more than one household per service

address, the Commission should not place a limit on the number of possible primary lines.
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Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

In the Matter of
CC Docket No. 97-181

S’ N N’

Defining Primary Lines
COMMENTS OF SOUTHWESTERN BELL TELEPHONE COMPANY,
PACIFIC BELL, AND NEVADA BELL

Southwestern Bell Telephone Company, Pacific Bell, and Nevada Bell (coliectvely, the
“SBC LECS”) submit these Comments in response to the Notice of Proposed Rulemaking, FCC
97-316, released by the Commission in this proceeding on September 4, 1997 (“NPRM”). This
proceeding was instituted to implement the two-tier residential subscriber line charge (“SLC”)
structure mandated only for price cap local exchange carriers (“LECS”) that was adopted in the
Access Charge Reform Order ! By filing these Comments, none of the SBC LECS or any
affiliate waives, prejudices, or otherwise adversely affects any appeal or other recourse from any

Commission proceeding, including the Access Charge Reform Qrder.

This Preceeding Must Remain Focused Only on Implementing the Two-Tiered Rate
Structure for Price Cap LECS

The sole purpose of this proceeding is to implement & two-tiered SLC rate structre for

only price cap LECS, thereafter to be used in charging their retail and wholesale customers. In

! Access Charge Reform, Price Cap Performance Review for Local Exchange Carriers,
Transport Rate Structure and Pricing, End User Common Line Charges, CC Docket Nos. 96-262,
94-1, 91-213, and 95-72, First Report and Order, FCC 97-158 (released May 8, 1997) (“Acgess
Charge Reform Ordesr™).
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2
essence, this proceeding is largely a replay of the earlier Commission proceedings that defined
“single-line business” and “multiline business™ services for purpose of applying the SLC, albeit
this time in the context of the resale obligations imposed by the 47 U.S.C. § 251.

Under no circumstances should the Commission allow this proceeding to be recast as a
means of forcing price cap LECS to create and administer a system that might be considered for
use in determining a “universal service primary line” should federal universal service support is
eventually limited to a single line per residence or business. As the Commission acknowledges,
such a system is not the intent of this proceeding,’ and thus is beyond its scope. Moreover, any
considerations based on 47 U.S.C. § 254 are simply irrelevant to a structure meant to implement
how the price cap LECS apply their lawful charges. For the same reason, there is no reason to
consider any residential service that the customer may obtain from a ficilities-based carrier that

is not a price cap LEC in determining the primary line.

If Not Eliminated, the Definition of Single-Line Business Should Be Left Unchanged
(NPRM, § §)

The SBC LECS believe that the business line SLC distinction should be eliminated. If,
however, the distinction is to remain, the Commission should not change the existing base
definition of “single-line business” set forth in 47 CFR. § 69.152(h). Leaving the definition
undisturbed would avoid the unnecessary burden of implementing another billing system change,

subjecting business customers to service changes, and having incumbent local exchange carriers

2 NPRM, { 4 0.19.
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(“LECS”) amend tariff language that similarly defines single-line businesses.

The Commission Should Adopt a Definition for Primary Line That Can Be
Administered (NPRM, 49 6, 11)

The focus of this proceeding should be on implementing the two-tiered SLC structure in
a manner which is administrable, inexpensive and cost effective, customer-friendly and not
confusing or irritating, and is capable of being audited with a substantial degree of confidence.
The Commission should correspondingly strive to avoid any process that imposes significant
additional costs on price cap LECS for the sake of trying to admunister the mandated two-tiered
structure, or that creates additional incentives or opportunities for “gaming the system” or
outright fraud. In an era where competition will require price cap LECS to become more
efficient and to eliminate costs, implementing the two-tiered SLC structure in a manner that
requires incurring significant additional costs to administer and enforce would be plainly
unreasonable.

The most reasonable way to achieve those goals is to define “primary line” in reference
to the price cap LEC’s local service, and to use existing customer billing records to the greatest
extent possible. The SBC LECS thus suggest adoption of the following definitions:

Primary residence line - the initial line of a customer’s account at a specific service

address and for which a residential local exchange rate applies, determined with

reference both to a price cap LEC residential local service offering and to any carrier
reselling such offering.

Non-primary residence lines - any lines to which a residential local exchange rate applies

provided by a price cap LEC or a carrier reselling such service, and on a customer’s
account at the same service address as the primary residence line.
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By way of example, a customer with two residential lines provided by a price cap LEC and one
provided by a carrier reselling that price cap LEC’s service would have two “primary resideace
lines” (one for each carrier providing resilential service), and one “non-primary residence hine”
(provided by the price cap LEC). To continue the example, if the customer had another
residential line provided by yet another local carrier that is facilities-based (e.g., provided by use
of unbundled local loop), that fourth line would not be counted as either a primary or non-
primary residential line for the purposes of the price cap LEC assessing the SLC or
presubscribed interexchange carrier charge, or “PICC.”

The benefits associated with this approach are many. First, price cap LECS could
administer the two-tiered structure and these definitions. Each price cap LEC and reselier would
be able to track their end-users’ primary and non-primary lines relying only on its own existing
billing records, without the need for the gathering, recording, updating, and retaining additional
data. Importantly, any possible need for end-user self-certification disappears, avoiding untold
numbers of confused and irritated end-users, unreturned certifications, and the need to craft a
default for those cases where the end-user does not provide certification. The Commission’s
ability to andit effectively for proper administration would be greatly enhanced, due to the
relatively self-contained nature of customer billing records.

Adoption of this approach would also be competitively aeutral, eliminate the certain
potential for disputes, and the need to adopt even more standards and rules that would be
difficult to implement and administer. Since the price cap LEC and each reselling carrier would

cach be able to claim a primary line to the same residence, neither would be placed at a
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5
competitive disadvantage based upon the anointing of one residential line as “primary.”

Also eliminated by the SBC LEC's proposed approach would be the question of what
standard should be used to decide which line is primary (e.g., earliest date of service, customer
certification), and how to apply that standard (e.g., in the case of customer seif-certification, (i)
when mailed by customer, (i) when received and when recetved by whom, or (iii) a set number
of days after received by whom so as to permit processing and thus eliminate need for retroactive
true-up; if carliest date in service is used, particularly vexing as local number portability
becomes ubiquitous, and customer telephone number does not change but date of service does).
Adopting the proposed definitions tremendously simplifies the process for price cap LECS,
resellers, and perhaps most importantly, their respective end-user customers.

However, as between the price cap LEC and its resellers, some determination of how
SLCs should be charged under the SBC LEC approach would still be needed. The price cap
LEC will not have access to the reseller’s end-user account information such that the price cap
LEC could determine how to apply the primary/non-primary definition to its wholesale services.?
The SBC LECS suggest using a combination of reseller certifications and service addresses for
determining the application of the primary and non-primary SLCs. Resellers would be able to
provide certifications as to the number of primary and non-primary residential lines at a specific
service address determined in accordance with the suggested definitions, and the price cap LEC

would charge accordingly. However, in the absence of a certification in situations where there is

> When a line is resold, the operational support systems of the SBC LECS list the reseller
as the customer of record. The SBC LECS expect that other incumbent LECS’ wholesale records
are similarly populated.
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6
more than one resold residential line to a service address, the reseller would be charged one
primary line SLC and the remaining lines would be subject to the non-primary SLC. Those
certifications would need to be subject to audit by the Commission as well as by the price cap
LEC.

As compared to having a single primary line per residence, this suggested approach
would greatly diminish disputes over whether the reseller should be charged a primary or a non-
primary SLC, the need to pro-rate SLCs between primary and non-primary rates if the primary
line designation changes in the middle of a billing period, billing mistakes and disputes
attributable to lack of knowledge that could result in a line being misiabeled as “primary,” and
marketing efforts that seek only to take advantage of a regulator-created charging distinction
(including that aimed at making the advertising cammier the “primary” carrier). Indeed, one can
envision “primary line status slamming” becoming a new scourge. By adopting the SBC LEC’s

proposal, the Commission can avoid a new form of “slamming” before it even gets started.

Existing Billing Records Should Be Used In Determining Number of Primary Lines
to a Single Premises (NPRM, § 8)

The SBC LECS recommend that the number of primary and non-primary lines be
determined with reference to actual customer billing accounts. Determinations would be made
for each customer account, with the initial residential line provided at a residential customer’s
specific service address considered “primary” and any additional residential lines consolidated
onto the same account at that address being considered “non-primary.” Such consolidated lines

are usually not the primary voice path out of a household, but instead are used for personal
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computer or data use, dedicated to children use, and the like. As such, they fit comfortably
within the Commission’s view of non-primary lines. For the seven State operations of the SBC
LECS, approximately five percent (5%) of its total residential access lines are consolidated onto
the same customer bill.

By determining primary lines in this manner, the following efficiencies and benefits can
be realized. First, consolidated accounts can be automatically monitored by the billing system to
ensure that only applicable lines are assessed the higher SLC. Second, customer perception is
that consolidated accounts more closely match the definition of non-primary lines. Finally, the
primary/pon-primary line designation can be easily determined through standard customer
service contact procedures. This process removes the customer service representative from the
decision process, making the operation non-biased. In sum, this approach will save the SBC
LECS and doubtless other price cap LECS considerable expenses in billing system
modifications; customer representative and order processing time; and other administrative
expenses. Any other process of determining non-primary lines would not be fully mechanized,
creating much greater resources demands and vastly increasing the likelihood of inaccurate and
disputed billing.

Self-Certification Is the Wrong Approach (NPRM, q 9)
One of the methods being considered by the Commission is having each residential

customer self-certify a pnmary line. There are over 100 million residential lines in the United
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States today,* with the vast majority served by price cap LECS. End-user self-certification
would thus entail a massive program that would need to involve even those customers not
affected by the two-tiered SLC structure.

The Commission’s support for such a massive customer self-certification program is
demonstrably false, thus negating the tentative conclusion to adopt self-certification. The
Comsmission posits that incumbent LECS will incur a substantial burden to identify each of their
customers’ primary line without information from the customer. The SBC LECS demonstrated
otherwise above that primary/non-primary line definitions can be adopted and the mandated two-
tiered SLC structure satisfactorily administered without pressing customers for any information
they do not already provide.

Requiring self-certification simply will not minimize the substantial administrative cost
on incumbent LECS. To the contrary, self-certification will maximize expense, as well as
customers’ and service representatives’ confusion and irritation. Adopting the SBC LECS’
proposed approach avoids the onerous requirement to poll customers with the easily-gamed
inquiry of whether they prefer a higher (non-primary) or a lower (primary) SLC charge. No
degree of auditing by the Commission could prevent gaming of this burdensome approech.

Moreover, there is absolutely no assurance that the additional revenue generated from the
higher SLC charge will even offset the additional costs of any self-certification program and the

many assoctated non-recurting and recurring costs and preblems mentioned earlier. Each non-

¢ “Trends in Telephone Service,” Federal Commuanications Commission, Comumnon Carrier
Bureau, March 1997, Table 19.
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pﬁnmySLCwiﬂhidaﬂygamanaddiﬁonﬂSLSOpermomh,orsmpayw. Assuming
5%, of residence lines are identified as non-primary, a price cap LEC would realize an average of
$.90 per year per line in additional revenues. To derive the net benefit to a price cap LEC of
such a program the administrative cost of the self-certification process would need to be
subtracted from expected revenues. The SBC LECS believe that the cost of administering a seif-
certification process will likely be far greater than additional revenue generated — in other
words, a net loss to the price cap LECS. The Commission’s proposal alludes to no mechanism to
recover the new costs associated with administering the customer certification process. Price cap
LECS cannot lawfully be placed in a no-win scenario by the Commission, where the only
permitted way of recovering its legitimate and acknowiedged costs still results in a loss.

Moreover, the Commission’s proposal places the burden on the customer to notify his or
her serving LECS regarding the classification of the lincs. If a residential customer disconnects
8 line, it may or may not be the one he or she has certified as the primary line, and those lines
may have been spread over more than one camrier. If the customer disconnects the primary line,
will it be the customer’s responsibility to inform the LEC that one of their non-primary lines is

now & primary line?

Models Cannot Be Used to Verify the Number of Primary Lines (NPRM, § 19)
The idea of using models to verify the number of primary lines is simply nonsensical. As
has been demonstrated time and again, the AT&T/MCI Hatfield model does an horrendous job

of predicting the number of lines in Census block groups. See, e.g., Federal-State Joint Board
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on Universal Service, CC Docket No. 96-45, Recommended Decision, FCC 96J-3, 12 FCC Red
87, 1250 (1996); Federal-State Joint Board on Universal Service, Forward- Looking
Mecharism for High Cost Support for Non-Rural LECS, CC Docket No. 96-45 and 97-160,
Eusther Notice of Proposed Rulemaking, FCC 97-256 (released July 18, 1997), § 49 (citing
concerns of State Board members on erroneous line counts). The following problems help
illustrate why this proposal is not a practical approach.

1. The underlying Census data is only a sample. It does not include information on
all customers, even when the Census is taken once every ten years.

2 The estimates provided between actual Censuses are only an estimate. The
estimates are only made on a county basis and data is extrapolated to any smaller
areas.

3. The areas used by the models do not correspond to areas for which any company
would be reporting data. Census blocks (“CBs”) or Census block groups
(“CBGs”) do not comrespond to serving area boundaries the of SBC LECS,
specifically, or incumbent LECS, generally.

4. The models use theoretical calculations based on broad averages to translate data
from household information to line counts.

5. The Joint Board in its recommendation and the Commission in its universal
service order each criticized the models for not producing accurate or
representative counts of lines that would correlate to actual information produced

by an incumbent LEC operating in that area,
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Summing up, the process being suggested would therefore use sample data (1990 Census),
adjusted with estimated data (1995 census estimates), and translate household information to line
counts using theoretical calculations using broad average factors. It should be obvious that the

proposed approach does not merit further consideration.
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There Should Be No Limit To the Number of Primary Lines Per Sexvice Address
The Commission should not limit the number of primary knes per service address. In
today’s society, it is not uncommon for multiple houscholds to reside at the same service address
~ extended families, returned adult children, and unrelated roommates all of which may
subscribe to local exchange service. Each of those households constitute a customer in its own
right, fully responsible for its own telephone bill, and use the residential service as the primary
communication path to the network. There is no reason to charge the non-primary SLC for the
initial line provided to customers in those circumstances.
Respectfully submitted,
SOUTHWESTERN BELL TELEPHONE COMPANY

PACIFIC BELL
NEVADA BELL
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Durward D Dupre
Darryl W. Howard

One Bell Center, Room 3520
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Nancy C. Woolf

140 New Montgomery Street, Room 1523
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Their Attorneys
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